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ADMINISTRATIVE  OFFICIALS 

SWAN  RIVER  YOUTH  FOREST  CAMP 
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Gladys  Hellyer,  Accountant 

DEPARTMENT  OF  INSTITUTIONS 
Dr.  Robert  Mattson,  Director 
Curt  Chisholm,  Administrative  Assistant 


SWAN  RIVER  YOUTH  FOREST  CAMP 
SUMMARY  OF  RECOMMENDATIONS 


Establish  a  Contingent  Revolving  Fund. 

Discontinue  the  practice  of  commingling  state  revenues  with  residents' 
cash. 

Adopt  the  internal  control  procedures  designated  for  cash  collection 
duties  by  three  prople  in  the  Montana  Administrative  Manual,  Section 
2-1210.51 ,  Volume  1 . 

Keep  the  safe  locked  at  all  times  other  than  when  cash  is  being  directly 
transferred. 

Discontinue  the  practice  of  pre-signing  checks. 

Ensure  proper  examination  by  the  Superintendent  and  Assistant  Superintendent 
of  all  disbursements. 

Establish  daily  accountability  for  cash  at  the  canteen,  including  reconcili- 
ation between  cash  receipts  and  items  sold. 

Obtain  authorization  from  the  State  Treasurer,  Department  of  Administration, 
and  Accounting  Bureau  to  make  deposits  less  frequently  than  is  required  by 
current  regulations.   However,  deposits  should  be  made  at  least  every  two 
weeks. 

Pre-list  cash  receipts  by  denomination  and  amount  of  receipt  by  an  individual 
independent  of  the  recording  function,  and  compare  such  pre-listings  with 
subsequent  deposits. 

Deposit  all  collections  intact. 

Separate  the  receiving  and  recording  functions  for  supplies  inventories. 

Implement  a  physical  inventory  system  whereby  all  supplies  items  are  inventoried 
annually  by  two  people,  one  of  whom  should  be  removed  from  the  storekeeping 
function.   Inventory  cards  should  be  compared  and  updated. 

Improve  the  current  perpetual  inventory  system  for  such  items  as  food  service, 
clothing  items,  medical  supplies,  and  some  of  the  more  valuable  supplies, 
such  as  grounds  keeping  and  maintenance  supplies. 

Implement  an  effective  distribution  system  which  controls  access  to  the 
storerooms  and  documents  items  removed. 

Require  the  cook's  signature  on  all  food  invoices  to  acknowledge  receipt 
of  the  items. 

Conduct  annual  physical  inventories  of  fixed  assets  by  two  people,  one 
of  whom  should  be  a  member  of  the  administrative  staff. 

Establish  schedules  to  provide  an  objective  indication  of  age,  estimated 
useful  life,  and  value  of  an  item  to  aid  in  determining  whether  or  not  its 
disposition  is  reasonable. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Obtain  authorization  and  update  the  records  prior  to  transferring  property 
from  one  location  to  another,  and  secure  written  acknowledgement  from  the 
transferee  that  the  transaction  actually  has  occurred. 

Account  for  all  discrepancies  between  beginning  and  ending  fixed  asset 
inventories.   Remove  all  cards  for  items  disposed  of  and  keep  in  a 
separate  file.   Reconcile  physical  inventories  to  capital  records. 

Establish  a  dollar  value  and  physical  count  for  all  property,  plant,  and 
equipment  currently  on  hand  and  develop  a  journal  entry  to  place  this  on 
the  books,  to  be  incorporated  into  the  Statewide  Budget  and  Accounting 
System  (SBAS)  when  the  system  has  developed  such  capability.   Such  accounts 
should  be  updated  as  acquisitions  and  dispositions  occur. 

Implement  an  effective  system  of  authorization  for  all  dispositions  of  fixed 
assets. 

Utilize  the  current  system  for  complete  documentation  of  assets  transferred 
between  state  agencies. 

Keep  a  record  of  hours  worked  by  all  employees. 

Ensure  that  time  sheets  are  signed  in  all  instances,  and  by  properly 
authorized  individuals. 

Be  sure  that  all  requests  for  leaves  of  absence  are  complete  in  all  respects 
and  properly  approved. 

Minimize  the  number  of  employees  working  twelve-hour  days. 

Take  measures  to  ensure  responsibility  and  accountability  by  employees  in 
official  travel  status,  and  to  ensure  that  the  most  direct  routes  are 
consistently  used. 

Adhere  to  the  rates  prescribed  by  state  regulations  for  per  diem  allowances. 

Improve  documentation  for  the  necessity  of  the  trip  and  choice  of  vehicle 
(state  or  private)  . 

File  annual  five-year  operations  plans  for  use  of  communications  equipment. 

Continue  to  minimize  the  practice  of  utilizing  residents'  labor  for  private 
work  and  continue  to  pay  the  minimum  wage  for  such  work. 

Enter  into  written  contracts  with  outside  parties  providing  services. 
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SWAN  RIVER  YOUTH  FOREST  CAMP 
COMMENTS  AND  RECOMMENDATIONS 

General  History  and  Description 

The  Swan  River  Youth  Forest  Camp  began  operation  on  July  1,  1968.   It  is 
located  off  Highway  209,  30  miles  southeast  of  Bigfork,  Montana,  on  52  acres  of 
land  deeded  from  the  Department  of  Natural  Resources  and  Conservation. 

Organizationally  the  Camp  is  administered  within  the  Department  of 
Institutions,  with  management  control  provided  by  the  superintendent.   The  Camp's 
primary  function  is  to  provide  facilities  for  the  care,  training,  education, 
diagnosis,  and  rehabilitation  of  juvenile  criminal  offenders.   As  part  of  this 
function,  and  as  provided  by  statute,  a  work  program  is  carried  out  with 
cooperation  between  the  Department  of  Natural  Resources  and  Conservation  and  the 
Camp.   The  function  of  the  work  program  is  to  develop  self-discipline,  work  habits, 
provide  a  skill,  and  at  the  same  time,  increase  the  assets  of  public  resources  in  the 
state. 

The  Camp's  records  show  that  the  Camp  population  averaged  k]\   residents 
during  the  197^-75  fiscal  year.   During  the  year,  102  new  residents  were  admitted 
and  96  residents  discharged,  paroled  or  transferred.   The  Camp  had  26  staff  members 
on  June  30,  1975,  of  which  23.5  were  regular,  full  time  Camp  employees  and  two 
were  employees  hired  under  the  Emergency  Employment  Act. 

Legislative  appropriations  and  budget  amendments  provided  to  carry  out  the 
statutory  responsibilities  during  fiscal  year  197^-75  were  $380,418;  $161,489  from 
the  general  fund,  $112,397  from  the  Federal  and  Private  Revenue  Fund,  $95,032  from 
the  Federal  Revenue  Sharing  Fund,  and  $11,500  from  the  revolving  fund,  (Exhibit  C) . 
Expenditures  as  reported  in  the  Camp  records  from  these  sources  totaled  $158,226; 
$109, k\h;    $9^,649;  $11,176  respectively  (see  Exhibit  C  for  detail).   Camp  expen- 
ditures are  accounted  for  in  four  different  programs;   administration,  counseling 
and  supervision,  education  and  training,  and  general  services.   (See  Supplemental 
Schedule  1  for  detail.) 


COMMENTS  AND  RECOMMENDATIONS  (Continued) 

Fiscal  And  Compliance  Weaknesses 

As  a  part  of  our  examination,  we  reviewed  and  tested  the  Camp's  records 
and  procedures  for  compliance  with  statutory  and  administrative  requirements. 

We  also  reviewed  and  tested  the  Camp's  system  of  internal  accounting  con- 
trol to  the  extent  we  considered  necessary  to  evaluate  the  system  as  required  by 
generally  accepted  auditing  standards.   Under  these  standards,  the  purpose  of  such 
evaluation  is  to  establish  a  basis  for  reliance  thereon  in  determining  the  nature, 
timing  and  extent  of  other  auditing  procedures  that  are  necessary  for  expressing 
an  opinion  on  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable,  but 
not  absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss  from  unauthor- 
ized use  or  disposition,  and  the  reliability  of  financial  records  for  preparing 
financial  statements  and  maintaining  accountability  for  assets.   The  concept  of 
reasonable  assurance  recognizes  that  the  cost  of  a  system  of  internal  accounting 
control  should  not  exceed  the  benefits  derived,  and  also  recognizes  that  the 
evaluation  of  these  factors  necessarily  requires  estimates  and  judgment  by 
management. 

Inherent  limitations  which  should  be  recognized  in  considering  the  potential 
effectiveness  of  any  system  of  internal  accounting  control  include  errors  resulting 
from  misunderstanding  of  instructions,  mistakes  of  judgment,  carelessness  and  other 
personal  factors,  or  circumvention  of  control  procedures  by  intent  of  management 
or  collusion.  Further,  projections  of  internal  accounting  control  evaluations  are 
risky  because  changes  in  conditions  may  render  procedures  inadequate  and  the  degree 
of  compliance  with  such  procedures  may  deteriorate. 

Our  study  and  evaluation  of  the  Camp's  system  of  internal  accounting  control  and 
compliance  would  not  necessarily  disclose  all  weaknesses  in  the  system.   However,  the 
following  comments  pertain  to  fiscal  and  compliance  weaknesses  encountered  in  our 
exami  nat  ion. 
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COMMENTS  AND   RECOMMENDATIONS    (Continued) 

Cash 

Most  disbursements  by  the  Camp  are  handled  through  the  Statewide  Budgeting  and 
Accounting  System.   However,  a  small  bank  account  is  currently  being  maintained  in 
Kalispell  outside  the  SBAS.  As  of  June  30,  1975,  proper  authorization  had  not  been 
granted  by  the  Department  of  Administration  Accounting  Bureau,  and  the  State  Treasurer, 
as  required  in  the  Montana  Administrative  Manual,  Section  2-1200.40,  Volume  1.   However, 
on  September  2,  1975,  the  Camp's  administration  submitted  a  formal  request  for  such 
authorization,  which  was  approved  on  September  22,  1975. 

The  balance  in  this  fund  was  $4,164.49  at  June  30,  1975,  but  total  receipts 
and  disbursements  throughout  the  year  were  approximately  $29,000,  as  shown  by  the 
following  schedule  of  transactions: 


Balance  Balance 

6/30/74  --'-Receipts    ■'■Disbursements  6/30/75 

Residents'  Accounts          $  3,076.36  $  24,756.46  $  26,253.03  $  1,579.80 

Canteen  Fund                   227.37  9,942.35  8,859. 60  1,310.12 

Clothing  Fund                  476.03  7,207.91  6,923.65  760.29 

Crafts  Fund                    233.80  110.20  255.19  88.81 

Gifts  And  Donations  Fund          250.43  1, 755.04  1,670.45  335.02 

Housing  And  Maintenance  Fund         -  380.38  380.38 

Stale  Dated  Checks  Fund           53.95  36.50  i_  90.45 

$  4,317.94  $  44,188.84  $  44,342.29  $  4,164.49 

"Total  receipts  and  disbursements  are  each  overstated  by  $15,271.44  due  to  the 
inclusion  of  interfund  transfers  (between  the  above  funds). 

Balance  in  bank  $  1,464.94 

Cash  on  hand  2,699.55 

Total  $  4,164.49 


Functions  of  the  Bank  Account 

The  residents  are  paid  from  $1.00  to  $3.00  per  day  (depending  upon  the  work 
performed  and  positions  held)  for  their  work.   However,  it  is  the  agency's  policy  to 
allow  each  resident  only  a  nominal  amount  (currently  $2.00)  of  cash.   The  rest  of  the 
resident's  earnings  are  carried  in  individual  accounts,  which  basically  represent 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

drawing  capacity  for  each  resident  for  the  purchase  of  clothing,  craft  supplies,  and 
other  such  approved  expenditures.   Transfers  of  these  credits  between  the  proper  funds 
(canteen  fund,  clothing  fund,  craft  fund,  etc.)  are  made  at  least  weekly,  by  means  of 
book  entries,  and  the  balances  are  reduced  as  items  are  distributed  to  the  proper 
individuals.   Thus  the  balances  in  these  funds,  as  shown  in  the  preceding  analysis, 
are  essentially  liabilities  to  the  residents,  as  well  as  revenues  from  the  sale  of 
supplies  and  clothing,  some  of  which  are  remitted  to  the  State  Treasurer.   The 
"stale-dated  checks"  fund  consists  of  money  earned  or  otherwise  credited  to  the 
account  of  an  individual  who  is  not  on  the  premises.   (The  administration  indicates 
that  they  have  repeatedly  sought  State  advice  as  to  proper  disposition  of  this  money, 
but  have  been  unable  to  secure  an  answer.) 

The  gifts  and  donations  fund  consists  of  contributions  to  the  Camp  by  the  public, 
usually  designated  "to  be  used  for  the  benefit  of  the  residents,"  or  the  like.   Two 
primary  uses  are  made  of  these  contributions  at  the  present  time;   (1)  advances  to 
Vocational  Rehabilitation  which  are  promptly  billed  to  and  reimbursed  by  that  agency, 
and  (2)  loans  to  residents  who  do  not  have  adequate  credits  accumulated  in  their 
drawing  accounts  to  cover  the  cost  of  such  necessities  as  clothing.   The  latter  are 
also  paid  back  by  the  proper  individuals.   Advances  to  Vocational  Rehabilitation  are 
necessary  because  the  Camp   frequently  does  not  have  adequate  advance  notice  that  a 
resident  will  be  participating  in  a  given  program,  and  cannot  bill  Vocational 
Rehabilitation  in  time  to  effect  the  necessary  transfer  of  funds  before  they  are 
required  by  the  resident.   On  rare  occasions  an  outright  gift  is  made  to  a  resident 
whose  circumstances  are  so  extenuating  as  to  merit  special  consideration.   Occasionally 
the  money  is  used  for  supplies  for  the  crafts  program,  or  for  specific  programs  as 
designated  by  the  donor. 

The  housing  and  maintenance  fund  consists  of  collections  for  meals  furnished  to 
staff  and  visitors,  and  it  is  remitted  annually  to  the  State  of  Montana. 

The  primary  reason  given  by  administrative  personnel  for  maintaining  this  bank 

account  outside  the  SBAS  is  that  cash  is  needed  more  immediately  than  it  can  be 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

obtained  by  processing  requisitions  through  the  State  Treasury.   We  see  no  reason, 
however,  that  a  contingent  revolving  fund  would  not  satisfy  these  requirements.   Use 
of  such  a  fund  would  bring  all  cash  and  the  corresponding  liabilities  to  the  residents 
into  the  SBAS,  whereas  the  present  system  results  in  their  exclusion,  rendering  fiscal 
control  weak  and  the  agency's  financial  statements  incomplete. 

Also,  use  of  a  contingent  revolving  fund  would  terminate  the  current  practice  of 
using  funds  for  purposes  other  than  those  originally  intended  (such  as  borrowing  from 
gifts  and  donations  to  cover  legitimate  and  necessary  purchases  by  the  residents),  and 
commingling  state  revenue  with  cash  belonging  to  the  residents. 

The  administration  expressed  the  concern  that  private  donors  would  not  be  so 
likely  to  make  contributions  if  they  knew  the  money  went  first  to  the  state  and  then 
back  to  the  intended  agency.   While  this  may  be  a  legitimate  concern,  the  current 
practice  seems  to  allow  too  much  discretionary  control  by  administrative  personnel, 
and  we  believe  the  decrease  in  contributions  which  might  result  from  greater  accounta- 
bility would  not  negate  the  soundness  of  such  a  requirement  from  the  standpoint  of 
good  f i  seal  control . 

Recommendation: 

We  recommend  that  the  Youth  Camp: 

1.  Establish  a  Contingent  Revolving  Fund. 

2.  Discontinue  the  practice  of  commingling  state  revenues  with  residents' 
cash. 

Internal  Control  Weaknesses 


The  agency  currently  engages  in  several  practices  which  are  not  conducive  to 
good  internal  control  over  cash,  and  which  do  not  constitute  proper  safeguarding  of  the 
agency's  monetary  assets. 

While  we  were  on  the  premises,  we  noted  that  the  safe  is  frequently  left  open 
and  unattended,  with  a  sizeable  amount  of  cash  on  hand. 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

Although  two  signatures  are  required  on  all  checks,  ten  had  been  presigned 
by  the  superintendent  when  we  arrived,  and  twelve  more  were  presigned  during  our 
visit. 

When  we  counted  the  cash  on  hand  at  September  8,  1975,  we  found  checks,  coin, 
and  currency  in  the  amount  of  $3,308.39*  A  portion  of  this  amount  had  been  recorded 
on  the  books.   No  listing  was  made  of  this  cash  by  denomination,  and  it  apparently 
serves  as  a  check  cashing  and  change  making  fund  prior  to  being  deposited.   In 
addition  to  such  weaknesses  in  the  accountability  for  cash,  the  agency  is  in  direct 
violation  of  the  State  Treasury's  requirement  that  cash  be  deposited  whenever  coin 
and  currency  exceed  $100  or  total  collections  exceed  $500,  and  weekly  in  any  event. 
(Sections  2-1200.20  and  2-1210.22,  Montana  Administrative  Manual,  Volume  II.)   We 
realize,  however,  that  the  remoteness  of  the  Camp's  location  renders  compliance  with 
this  requirement  quite  difficult,  especially  in  the  winter.   Nevertheless,  deposits 
should  be  made  more  frequently. 

One  individual  (the  accountant)  seemed  to  have  almost  unlimited  control  over 
the  cash  on  hand,  exercising  the  recording  and  disbursement  functions.   The  control 
measures  in  existence  were  the  independent  totaling  of  cash  receipts  by  the  secretary, 
"cash  sales"  reports  prepared  by  the  canteen  and  clothing  store,  the  meal  count  from 
the  food  service,  the  requirement  that  disbursements  be  authorized  by  the  superintendent 
or  assistant  superintendent,  and  the  necessity  for  dual  signatures  (authorized  signers 
are  the  superintendent,  assistant  superintendent  and  accountant)  on  all  checks. 
Deficiencies  in  internal  control  which  we  have  already  mentioned  greatly  diminish  the 
effectiveness  of  these  control  procedures. 

No  daily  count  is  made  of  cash  on  hand  at  the  canteen  and  no  balancing  is  done 
when  the  money  is  transferred  to  the  administration  to  account  for  items  sold  and  the 
receipts  thereof. 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

Recommend at i on : 

We  recommend  that  the  Youth  Camp: 

1.  Keep  the  safe  locked  at  all  times  other  than  when  cash  is  being 
directly  transferred. 

2.  Discontinue  the  practice  of  presigning  checks. 

3.  Ensure  proper  examination  by  the  superintendent  or  assistant 
superintendent  of  all  disbursements. 

k.      Establish  daily  accountability  for  cash  at  the  canteen  including 
reconciliation  between  cash  receipts  and  items  sold. 

5.  Adopt  the  internal  control  procedures  designated  for  cash  collection 
duties  by  three  people  in  the  Montana  Administrative  Manual,  Section 
2-1210.51 ,  Volume  1. 

6.  Obtain  authorization  from  the  State  Treasurer,  Department  of 
Administration,  and  Accounting  Bureau  to  make  deposits  less 
frequently  than  is  required  by  current  regulations.   However, 
deposits  should  be  made  at  least  every  two  weeks. 

7.  Record  cash  receipts  at  the  time  of  collection  or  transfer.  We 
recommend  a  prelisting  of  receipts  by  denomination  and  amount 
by  an  individual  independent  of  the  recording  function  and  a 
comparison  of  such  prelisting  with  subsequent  deposits. 

8.  Deposit  all  collections  intact. 

I nventor i  es 

A  large  variety  of  supplies  inventories  are  maintained  at  the  Camp.   Some 
classes  of  items  (such  as  food  service  supplies)  are  maintained  on  a  perpetual 
inventory  basis,  but  most  are  reordered  on  a  judgmental  basis  by  the  storekeeper. 

There  are  serious  weaknesses  in  the  internal  control  system  stemming  primarily 
from  the  performance  of  incompatible  functions  by  one  individual  (the  storekeeper)  and 
the  virtual  uselessness  of  what  few  inventory  records  are  currently  maintained.   The 


COMMENTS  AND  RECOMMENDATIONS  (Continued) 

storekeeper  is  currently  entrusted  with  initiating  the  requisitioning  process, 
receiving,  inventorying,  distribution,  and  to  some  extent,  recording  responsibilities. 
Some  items  are  inventoried  periodically  on  a  judgmental  basis  by  the  storekeeper 
primarily  for  the  purpose  of  establishing  which  stocks  are  low  and  appear  to  require 
reordering.   The  food  service  inventories  are  maintained  primarily  to  serve  as  the 
basis  for  cost  reports  to  the  state  dietitian,  and  clothing  items  are  inventoried 
primarily  because  they  are  necessary  and  because  a  shortage  is  readily  noticed. 

Invoices  for  food  were  not  signed  to  acknowledge  receipt  of  the  items. 

Access  to  the  storerooms  is  not  adequately  restricted. 

Thus  a  system  is  needed  to  provide  (1)  better  safeguarding  of  existing 
supplies  by  ensuring  greater  accountability  on  the  part  of  the  storekeeper,  and 
(2)  greater  efficiency  in  the  inventory  procedures  as  a  whole,  particularly  in  regard 
to  quantities  on  hand  and  reordering. 

Recommendation: 

We  recommend  that  the  Youth  Camp: 

1.  Separate  the  requisitioning,  receiving,  and  reordering  functions 
for  supplies  inventories. 

2.  Implement  a  physical  inventory  system  whereby  all  items  are  inven- 
i 

toried  at  least  annually  by  at  least  two  people,  one  of  whom  should 

be  removed  from  the  storekeeping  function.   Inventory  cards  should  be 
compared  and  updated. 

3.  Improve  the  current  perpetual  inventory  system  for  such  items  as 
food  service  supplies,  clothing  items,  medical  supplies,  and  some  of 
the  more  valuable  supplies  such  as  groundskeepi ng  and  maintenance 
suppl ies. 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

*+.   Implement  an  effective  distribution  system  which  controls  access  to 

the  storerooms  and  documents  items  removed. 
5.   Require  the  cook's  signature  on  all  food  invoices  to  acknowledge  receipt 

of  the  items. 

Fixed  Assets 

A  considerable  amount  of  property,  plant,  and  equipment  was  on  hand  at  the 
Camp  (a  rough  tape  from  the  agency's  records  totaled  more  than  $129,000)  and 
substantial  weaknesses  were  found  in  recording  and  physical  control  over  these 
assets. 

The  state's  budgeting  procedures  appear  to  provide  some  safeguards  in  the 
acquisition  of  property,  but  it  is  apparently  possible  to  obtain  items  outside  the 
requisitioning  process  through  the  State  Purchasing  Department.   For  example,  we 
found  a  copy  machine  which  had  been  transferred  from  the  Department  of  Institutions, 
and  a  sawmill  transferred  from  the  Montana  State  Prison,  which  were  not  acquired 
within  the  budgeting  system.   Documentation  for  these  transfers  consisted  of  billings 
for  maintenance  charges  and  paper  for  the  copier,  and  correspondence  for  the 
sawmi 1 1 . 

Again,  the  storekeeper  at  the  canteen  is  entrusted  almost  exclusively  with 
control  over  these  assets,  including  receiving,  inventorying,  disposition,  and  to 
an  extent,  record  keeping.   He  has  sole  responsibility  for  the  disposition  of  assets, 
and  is  the  only  person  who  takes  inventories  and  gives  rise  to  adjustments  on  the 
fixed  asset  cards.   The  initial  purchase  of  property  appears  to  be  fairly  well 
functionally  segregated,  but  internal  control  seriously  deteriorates  from  that 
point  on. 

The  practice  of  indicating,  upon  the  physical  inventory  summary,  the 

condition  of  the  items  is  particularly  commendable.   However,  it  is  left  too 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

much  to  the  judgment  of  the  storekeeper,  who  expressed  his  personal  concern  that 
he  is  not  an  expert  in  such  appraisals. 

Our  tests  showed  that  items  recorded  were  on  hand.   However,  we  found 
equipment  and  supplies  which  had  not  been  recorded  on  the  fixed  asset  cards,  and 
we  found  instances  in  which  items  were  found  in  locations  other  than  those  indi- 
cated on  the  cards.   A  system  is  in  force  for  initially  recording  acquisitions  and 
transfers,  but  it  is  apparently  not  always  followed. 

Also,  procedures  for  proper  safeguarding  of  assets  should  be  strengthened. 
For  example,  no  signatures  have  ever  been  obtained  acknowledging  custody  of  radios 
permenently  entrusted  to  particular  individuals,  although  radios  used  by  field  per- 
sonnel on  a  temporary  basis  are  signed  in  and  out. 

Administrative  personnel  appeared  to  have  good  personal  knowledge  of  the 
whereabouts  of  particular  items  of  property,  but  relied  too  much  upon  the  physical 
inventory  report  of  the  storekeeper  in  determining  whether  or  not  it  was  still  on 
hand  and  functional. 

Recommendat  ion; 

We  recommend  that  the  Youth  Camp: 

1.  Conduct  annual  physical  inventories  of  fixed  assets  by  two  people, 
one  of  whom  should  be  a  member  of  the  administrative  staff. 

2.  Establish  schedules  to  provide  an  objective  indication  of  age, 
estimated  useful  life,  and  value  of  an  item  to  aid  in  determining 
whether  or  not  its  disposition  is  reasonable. 

3.  Obtain  authorization  and  update  the  records  prior  to  transferring 
property  from  one  location  to  another,  and  secure  written  acknowledgment 
from  the  transferee  that  the  transaction  actually  has  occurred. 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

h.      Account  for  all  discrepancies  between  beginning  and  ending  inventories. 
Remove  all  cards  for  items  disposed  of  and  keep  in  a  separate  file. 
Reconcile  physical  inventories  to  capital  records. 

5.  Establish  a  dollar  value  and  physical  count  for  all  property,  plant, 
and  equipment  currently  on  hand,  and  develop  a  journal  entry  to  place 
this  on  the  books,  to  be  incorporated  into  SBAS  when  the  system  has 
developed  such  capability.   Such  accounts  should  be  updated  as  acquisitions 
and  dispositions  occur. 

6.  Implement  an  effective  system  of  authorization  for  all  dispositions  of 
fixed  assets. 

7.  Utilize  the   current  system  for  complete  documentation  of  assets 
transferred  between  state  agencies. 

Payrol 1 

The  payroll  is  based  on  hours  worked  by  the  staff,  and  is  processed  bi-weekly. 
We  noticed  some  deficiencies  in  the  daily  attendance  records  which  serve  as  documen- 
tation for  the  hours  worked  by  the  staff.   Rather  than  indicating  the  hours  actually 
worked  by  each  employee,  an  "X"  is  merely  placed  beside  the  name  to  indicate  attendance. 
Also,  in  some  cases,  Section  II  of  the  attendance  records  was  not  signed  or  completed. 
And  while  regular  hours  were  not  recorded  on  the  attendance  records,  overtime  hours 
were.   There  were  no  time  sheets  being  kept  for  office  personnel  and  some  others. 
For  the  most  part,  shift  workers  were  included  in  the  daily  attendance  records. 

A  considerable  number  of  employees  worked  four,  ten-hour  days,  and  some  twelve- 
hour  days,  rather  than  the  standard  five,  eight-hour  days.   In  some  instances,  even 
more  hours  were  worked  in  one  day.   From  the  standpoint  of  efficiency,  this  does  not 
appear  to  be  a  desirable  practice,  although  we  found  no  legal  nor  administrative 
restrictions  forbidding  it.   Each  person  who  works  these  unusual  hours  has  signed 
an  affidavit  attesting  that  he  or  she  has  agreed  to  the  arrangement  voluntarily. 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

An  examination  of  employee  requests  for  leave  of  absence  for  the  months  of 
August  and  September  1 974  revealed  that  in  some  instances  the  reason  for  requesting 
such  leave  was  not  indicated. 


Recommendation: 

We  recommend  that  the  Youth  Camp: 

1.  Keep  a  record  of  hours  worked  by  all  employees. 

2.  Ensure  that  time  sheets  are  signed  by  properly  authorized  individuals 
i  n  al 1  i  nstances. 

3.  Be  sure  that  all  requests  for  leaves  of  absence  are  complete  in  all 
respects,  and  properly  approved. 

4.  Minimize  the  number  of  employees  working  twelve-hour  days. 

Travel 

Considerable  variation  was  observed  in  the  per  diem  paid  employees  on  official 
travel  status,  particularly  when  meals  were  purchased  for  residents  as  well.   In  some 
cases,  our  independent  computations  indicated  that  more  per  diem  should  have  been 
paid,  but  in  most  cases,  it  appeared  that  slightly  less  should  have  been  paid.   These 
variations  were  not  particularly  large,  but  they  were  numerous,  and  it  appears  that 
there  is  some  basic  confusion  as  to  proper  interpretation  of  the  state's  reimbursement 
schedule  in  this  regard. 

Also,  the  use  of  private  rather  than  state-owned  vehicles  appeared  to  be  the 
rule,  rather  than  the  exception,  and  employees  were  consistently  paid  the  rate  for 
"private  vehicle,  state  vehicle  not  available"  --  12<j  a  mile.   The  reason  given  for 
this  is  that  in  most  instances,  state  vehicles  were  either  not  operational  or  un- 
available.  Documentation  for  this  was  seldom  included,  however. 

Documentation  as  to  the  reason  for  the  travel  and  proper  authorization  appeared 
adequate.   There  were  instances  in  which  the  most  direct  routes  were  not  used,  but 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

this  was  not  customary,  and  appropriate  documentation  and/or  administrative  action 
was  applied  in  these  instances. 

Recommendation: 

We  recommend  that  the  Youth  Camp: 

1.  Take  measures  to  ensure  responsibility  and  accountability  on  the  part 
of  employees  in  travel  status,  and  to  ensure  that  the  most  direct 
routes  are  consistently  used. 

2.  Adhere  to  the  rates  prescribed  by  state  regulations  for  per  diem 
al lowances. 

3.  Improve  documentation  for  the  necessity  of  travel  and  choice  of  vehicle. 

Legal  And  Administrative  Compliance  And  Control 

In  addition  to  the  specific  situations  we  have  observed  in  connection  with 
balance  sheet  and  expenditure  items,  we  noted  the  following  with  respect  to  effective- 
ness and  compliance  with  regulatory  requirements. 

Section  1-0917.00,  Montana  Administrative  Manual,  Volume  I  requires  the  annual 
submission  of  a  five-year  operations  plan  for  communications  equipment.   Officials 
at  the  camp  believed  that  this  requirement  did  not  go  into  effect  until  the  1975-76 
fiscal  year,  and  so,  had  not  previously  filed  such  a  report. 

A  tape  of  radio  equipment  listed  on  equipment  cards  totalled  approximately 
$13,000.   In  view  of  this  fact,  we  believe  it  is  particularly  important  for  the 
agency  to  file  the  annual  five-year  operations  report. 

Residents  are  sometimes  pulled  off  their  normal  jobs  under  supervision  of  the 
State  Forester,  and  put  to  work  on  private  projects,  for  which  they  are  paid  the 
minimum  wage  by  the  private  individual  for  whom  the  work  is  performed.   This  practice 
could  easily  be  abused,  and  we  question  whether  it  falls  within  the  intent  of  the 
legislature  as  an  acceptable  activity  for  residents. 
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COMMENTS  AND  RECOMMENDATIONS  (Continued) 

No  contracts  are  made  between  the  Camp  and  persons  providing  outside  services, 
such  as  the  chaplain  and  psychologist.   Accordingly,  expectations  as  to  performance 
are  unclear. 

Budgetary  Controls 

The  Camp  appears  to  be  doing  a  commendable  job  of  staying  within  their 
appropriation  limits,  and  the  prescribed  expenditure  procedures  designated  by  statute. 

However,  a  deficiency  in  this  regard  concerns  the  budget  preparation.   Currently 
it  is  performed  almost  exclusively  by  the  assistant  superintendent.   Decentralization 
of  this  function  would  result  in  a  budget  that  is  more  responsive  to  the  various 
needs  of  the  Camp  in  effectively  carrying  out  the  operations  for  which  it  was 
establ i  shed. 

Recommendation: 

We  recommend  that  the  Youth  Camp: 

1.  Decentralize  the  budget  preparation  process  so  as  to  incorporate  a 
greater  degree  of  participation  and  review  by  affected  parties. 

2.  File  annual  five-year  operations  plans  for  use  of  communications 
equi  pment . 

3.  Continue  to  minimize  the  practice  of  utilizing  residents'  labor  for 
private  work  and  continue  to  pay  the  minimum  wage  for  such  work. 

h.      Enter  into  written  contracts  with  outside  parties  providing  services. 

Concl usion 

The  content  of  this  report  has  been  reviewed  with  the  superintendent  of  the 
Swan  River  Youth  Camp  and  pertinent  members  of  his  staff.   The  agency's  full  written 
response  follows  this  section  of  our  report.   We  appreciate  the  cooperation  of  the 
superintendent  and  his  staff  during  the  course  of  our  engagement. 

\   \  ;-■    ■ 
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Certified  Public  Accountants 
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October  8,  1975 

State  of  Montana 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana  59601 

We  have  examined  the  financial  statements  of  the  various  funds, 
listed  in  the  foregoing  table  of  contents,  of  the  Swan  River  Youth 
Forest  Camp  for  the  year  ended  June  30,  1975.   Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards,  the 
"Audit  Guide  and  Standards  for  Revenue  Sharing  Recipients"  issued  by 
the  Office  of  Revenue  Sharing,  U.S.  Department  of  the  Treasury,  and  the 
"Audit  Guide  for  SPA's,"  and  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

The  Camp  has  maintained  an  incomplete  record  of  its  general 
fixed  assets  and  accordingly  a  statement  of  general  fixed  assets  is 
not  included  in  the  financial  report.   In  addition,  the  aforementioned 
financial  statements  do  not  give  effect  to  accounts  receivable,  as 
explained  in  Note  1.   Generally  accepted  accounting  principles  require 
that  these  be  presented. 

In  our  opinion,  except  for  the  effect  of  the  matters  discussed 
in  the  preceding  paragraph,  the  financial  statements  of  the  various 
aforementioned  funds  of  the  Swan  River  Youth  Forest  Camp  present 
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State  of  Montana 

Office  of  the  Legislative  Auditor 

Page  2 

October  8,  1975 


fairly  the  financial  position  of  such  funds  at  June  30,  1975,  and 
the  results  of  operations  of  such  funds  for  the  year  then  ended,  in 
conformity  with  generally  accepted  accounting  principles  applied  on  a 
basis  consistent  with  that  of  the  preceding  year. 

The  accompanying  supplemental  schedule  listed  in  the  table  of 
contents  is  not  necessary  for  a  fair  presentation  of  the  financial 
statements,  but  is  presented  as  additional  analytical  data.   This 
information  has  been  subjected  to  the  tests  and  other  auditing 
procedures  applied  in  the  examination  of  the  financial  statements 
mentioned  above  and,  in  our  opinion,  is  fairly  stated  in  all  material 
respects  in  relation  to  the  financial  statements  taken  as  a  whole. 


/ 
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Certified  Publ i c  Accountants 


-19- 


EXHIBIT  A 


SWAN  RIVER  YOUTH  FOREST  CAMP 


Balance  Sheet 


June  30,  1975 


ASSETS 

Cash  In  State  Treasury 
Encumbered  Appropriation 
Total  assets 


Federal  and  Private  Revenue   Swan  River 
General     Youth  Camp      Revenue       Clothing 
Fund     Account  Fund   Sharing  Fund   Store  Fund 


$  10,431 
$  10,431 


$  85,391 


$  85,391 


$  760 
$  760 


$  4,206 


$  4,206 


LIABILITIES  AND  FUND  BALANCE 

Accrued  Support  Expenditures 

Accrued  Withdrawals 

Active  Cancelled  Warrant  Clearing 

Fund  Balance,  Exhibit  D 

Fund  Balance,  Special  Trusts 

Total  1 iabi 1 i  t  i  es  and 
fund  balance 


$  10,362 
69 


$  5,830 


79,717 
(156) 


$  10,431     $  85,391 


$  760 


$  760 


$    57 


$  4,206 
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EXHIBIT  B 


SWAN  RIVER  YOUTH  FOREST  CAMP 

Statement  of  Revenue  -  Budget  and  Actual 
Fiscal  Year  Ended  June  30,  1975 

Federal  and 

Private  Revenue  Swan  River  Over 

Youth  Camp       Clothing  (Under) 

Budget     Account  Fund  Store  Fund  Budget 

General  Fund  Revenue  $100  -  $    (100) 

Sale  Of  Merchandise  -  Clothing     11,000  -         $  9,797       (1,203) 

Federal  Funding  Sources 

Social  and  rehabilitation 

services  -  training  and 

maintenance  per  diem  60,000       $  72,953          -          12,953 

ESEA  Title  I  funds  9,000         8,09*+         -           (906) 

Board  of  Crime  Control  grants     -  1  1  ,*Q0        _z 1  1  ,^30 

Total  $  80,100      $  92.U77      $  9,797     $  22,17*+ 
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EXHIBIT  C 


SWAN  RIVER  YOUTH  FOREST  CAMP 

Statement  of  Expenditures  Compared  With  Appropriations 
Fiscal  Year  Ended  June  30,  1975 


1974  -  75       Budget      Total  Unexpended 

Appropri  ations  Amendments  Avai lable  Expendi  tures   Bal ance 


FEDERAL  AND  PRIVATE  REVENUE 
REVENUE  SHARING  FUND 


Administration  Program 

Personal  services  $   40,000 

Operating  expenses 

Counseling  And  Supervision 
Program 
Personal  services 

Education  And  Training  Program 
Personal  services 
Operating  expenses 

General  Services  Program 
Personal  services 
Operating  expenses 

Total  for  revenue  sharing 
fund 

SWAN  RIVER  CLOTHING  STORE  FUND 

Counseling  And  Supervision  Program 

Operating  expenses  -  1 1 , 500      1 1 , 500      1 1 , 1 76        324 

Total  -  1 1,500      11,500      11,176        324 

Totals  for  all  funds      $  300,365     $  80,053  $  380, 418   $  373.465    $  6,953 


4o 

000 

3 

000 

3 

000 

1.490 

1 

,490 

27 
22 

,554 
,446 

50 

.000 

94,490 

- 

$  40,000 

$   39,906 

94 

40,000 

3,000 
3,000 

160 
1,489 
1,649 

19,921 

30,079 
50,000 

94 , 649 

$    94 
(94) 

- 

40,000 
3,000 

3,000 

2,032 
2,032 

27,554 
22,446 
50,000 

95,032 

- 

- 

- 

542 
542 

(160) 
543 
383 

7,633 
(7,633) 

- 

- 

542 

383 
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EXHIBIT   D 


SWAN  RIVER  YOUTH  FOREST  CAMP 

Statement  of  Changes  in  Fund  Balance 
Fiscal  Year  Ended  June  30,  1975 


Federal  and  Private  Revenue   Swan  River 

General     Youth  Camp      Revenue        Clothing 

Fund     Account  Fund   Sharing  Fund   Store  Fund 


Balance,  July  1,  1974  -       $   94,270  -         $   5,528 


Receipts  And  Additions 

Appropriation  from 

General  fund 

$ 

159,163 

- 

- 

- 

Revenue  sharing  trust 

fund 

- 

- 

$ 

95,853 

- 

Revenue  and  income, 

Exhibi  t  B 

- 

92,477 

- 

9,797 

Revenue  adjustments 

- 

2,317 

- 

- 

Total  balance  and 

addi  t ions 

159,163 

189,064 

95,853 

15,325 

Deductions 

Expenditures,  Exhibit  C 

158,226 

109,414 

94,649 

1 1  , 1 76 

Prior  year  expenditure  and 

revenue  adjustments 

937 
159,163 

(67) 
109,347 

1,204 
95,853 

- 

Total  deductions 

11,176 

Balance,  June  30,  1975 

$ 

- 

$  79,717 

$ 

- 

$  4,149 
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SWAN  RIVER  YOUTH  FOREST  CAMP 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
Fiscal  Year  Ended  June  30,  1975 

SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 
Basis  of  Accounting 

The  various  funds'  books  are  maintained  on  the  modified  accrual  basis  of 
accounting.  Modified  accrual  is  defined  as  "that  method  of  accounting  in  which 
expenditures  are  recorded  on  the  basis  of  valid  obligations  and  revenues  are 
recorded  when  received  in  cash.  At  the  end  of  a  fiscal  year,  all  valid  obliga- 
tions against  an  appropriation  are  to  be  accrued  as  expenditures  as  provided  by 
the  law."   (Montana  Administrative  Manual  ,  2-0240.^0) 

Inventories 


The  supplies  of  the  various  funds  are  treated  as  expenditures  when  incurred 
and  consequently  there  is  no  formal  inventory  of  supplies. 

General  Fixed  Assets  And  Depreciation 

General  fixed  assets  purchased  are  recorded  as  expenditures  in  the  various 
funds  at  the  time  of  purchase.   Such  assets  are  not  capitalized  at  cost  in  a 
general  fixed  assets  group  of  accounts. 

Note  1  -  Accounts  Receivable 

An  amount  due  from  the  Division  of  Social  and  Rehabilitation  Services  of 
$7,058  for  the  month  of  June  1975' s  training  and  maintenance  payment  has  not  been 
accrued.   Therefore,  the  assets  and  revenue  of  the  Federal  and  Private  Revenue  - 
Youth  Camp  Account  fund  have  been  understated  by  the  amount  due  at  June  30,  1975. 

Note  2  -  Accrued  Support  Expenditures 

Accrued  support  expenditures  are  obligations  of  the  Camp  and  are  current 
at  year  end. 
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SWAN  RIVER  YOUTH  FOREST  CAMP 

Statement  of  Expenditures  By  Program 
Fiscal  Year  Ended  June  30,  1975 

Counseling  and   Education   General 
Administration   Supervision    and  Training  Services 

Program         Program        Program    Program     Total 

Personal  Services 

Salaries  $  43,423  $  145,710  $  10,153  $  25,294  $  224,580 

Hourly  wages  -  3,955  -  1,497  5,452 

Employees'  benefits  5,755  22,765  1,592  4,072  34,184 

General  -           250        _z __: 250 

Total  49,178        172,680       11,745      30,863    264,466 

3,130  1,107 
1,148         584 

342 
2,284  225 

200 
77  40 

45       14,034 

11,176      _: _j; n,»76 


Operating  Expenses 

Contracted  services 

4,571 

Supplies  and  materials 

898 

Communications 

4,163 

Travel 

1,662 

Rent 

- 

Repairs  and  maintenance 

212 

Uti 1 ities 

- 

Other  expenses 

4,123 

Goods  purchased  for  resale  - 

merchandi  se 

- 

Total 

15,629 

Equi  pment 

10,235 

296 

9,104 

26,713 

29,343 

14 

4,519 

50 

4,221 

- 

200 

4,232 

4,561 

15,139 

15,139 

4 

18,206 

17,860  16,532  46,448  96,469 

2,295  -  -  12,530 

Total  expenditures  by 

program              $  75,042      $  192,835  $  28,277  $  77,311  $  373,465 


AGENCY   RESPONSE 


j§tate  of  ^rtimta 

Jeparinmtt  of  ^Instrhrfums 


x^2^^.  BOARD   MEMBERS 

GOVERNOR                                                                                                                                        /nHT^\-l^$\  ZELLA  A.   JACOBSON      GREAT   FALLS 

Thomas  L   Judge                                                                             ft/sQl'.'.^^  Eldon  E.  Kuhns.  billings 

lR«i4^T;]»|)  Willis  M.  McKeon,  malta 

DIRECTOR                                                                                                                                          W^^^f  ROBERT  J     PALLO      KALISPELL 

Robert  H    Mattson                                                                          N»ffl~'*v§?r  John  W.  Strizich    M.D..  helena 


Helena,  59601 

December  3,   1975 


,  „- 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,   Mt.       59601 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  Dobbins, 
McOrew  k  Malone,   CD.  A.  on  Swan  River  Youth  Forest  Camp. 
(  )ur  review  was  made  in  cooperation  with  Melvin  Mohler, 
Superintendent  of  the  Swan  River  Youth  Forest  Camp. 

The  report  provides  a  very  welcome  service  and  is  sincerely 
appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


T^^jto?- 


Robert  H.  !  /lattson 
Director 

RHM/mjr 

Enc. 
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Response  to  Swan  River  Audit,  Page  2 


Recommendations  -  Page  8 

We  recommend  that  the  Youth  Camp: 

1)  Establish  a  Contingent  Revolving  Fund. 

2)  Discontinue  the  practice  of  commingling  state  revenues  with 
residents'  cash. 

A  system  for  accounting  for  residents'  accounts  is  being  devised  to 
keep  those  monies  separated  from  state  monies.   The  request  to 
maintain  a  non-treasury  bank  account,  approved  on  September  22, 
1975,  authorizes  a  custodian  fund  account.   Both  the  custodian  fund 
account  and  a  contingent  revolving  account  should  be  authorized. 
Such  authorization  will  be  requested  and  kept  on  file. 

The  Department  will  work  with  Swan  River  to  develop  practical 
policies  and  procedures  for  non-treasury  accounts.   In  developing 
policies  and  procedures  for  agencies  which  are  remote  both  from 
Helena  and  from  business  areas,  such  remoteness  will  be  considered 
in  developing  the  policy,  as  will  the  materiality  of  the  amounts 
involved  and  the  number  of  transactions.   In  the  event  that  such 
policies  are  found  to  be  in  conflict  with  the  Montana  Administrative 
Manual,  special  negotiation  and/or  authorization  will  be  requested 
and  be  on  file. 

The  Department  will  work  with  the  Superintendent  at  Swan  River  to 
handle  the  stale  dated  checks. 


Recommendation  -  Page  10 

We  recommend  that  the  Youth  Camp: 

1)   Keep  the  safe  locked  at  all  times  other  than  when  cash  is  being 
directly  transferred. 

Compliance  has  been  initiated. 


Recommendation  -  Page  10 

2)  Discontinue  the  practice  of  presigning  checks. 

3)  Ensure  proper  examination  by  the  superintendent  or  assistant 
superintendent  of  all  disbursements. 

Due  to  the  small  number  of  staff  these  two  related  recommendations 
are  intended  to  increase  internal  control  over  the  disbursement 
function,  thereby  the  institution  has  complied. 


Recommendation  -  Page  10 

4)   Establish  daily  accountability  for  cash  at  the  canteen  including 
reconciliation  between  cash  receipts  and  items  sold. 

A  system  will  be  devised  to  establish  daily  accountability  and 
reconciliation  between  cash  receipts  and  items.   A  CETA  employee 
is  being  trained  and  assigned  for  the  duties  pertaining  to  this 
recommendation. 
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Response  to  Swan  River  Audit,  Page  3 


Recommendation  -  Page  10 

5)   Adopt  the  internal  control  procedures  designated  for  cash 
collection  duties  by  three  people  in  the  Montana  Administrative  Manual, 
Section  2-1210.51,  Volume  1. 

The  Montana  Administrative  Manual  Section  2-1210.51  Volume  II, 
entitled  Separation  of  Duties  states 

Whenever  sufficient  staff  is  available  to  achieve  a  separation 
of  duties  regarding  the  processing  of  cash  collections,  one  of 
the  following  assignments  shall,  as  a  minimum,  be  utilized. 
Duties  assigned  to  an  individual  in  any  one  of  the  plans  may 
be  assigned  to  other  individuals  not  otherwise  involved  in 
processing  cash  collections. 

This  section  is  accompanied  by  a  chart  with  a  2,  3,  and  4  employee 
plan  for  the  processing  of  cash  collections.   In  this  institution 
sufficient  staff  is  not  available  to  achieve  the  three  employee 
separations.   However,  the  two  employee  separation  procedure  will 
be  instituted. 


Recommendation  -  Page  10 

6)   Obtain  authorization  from  the  State  Treasurer,  Department  of 
Administration,  and  Accounting  Bureau  to  make  deposits  less  frequently 
than  is  required  by  current  regulations.   However,  deposits  should  be 
made  at  least  every  two  weeks. 

Such  authorization  will  be  requested,  unless  amounts  exceed  a  pre- 
determined limit,  two  week  deposits  will  be  standard  operating 
procedure. 


Recommendation  -  Page  10 

7)   Record  cash  receipts  at  the  time  of  collection  or  transfer.   We 
recommend  a  prelisting  of  receipts  by  denomination  and  amount  by  an 
individual  independent  of  the  recording  function  and  a  comparison  of 
such  prelisting  with  subsequent  deposits. 

We  concur  with  the  recommendation  except  that  prelisting  by  denomination 
is  not  feasible  in  this  institution.   Due  to  its  remoteness  from 
business  areas,  particularly  banks,  cash  receipts  are  used  for 
making  change  and  are  infrequently  used  for  cashing  small  checks. 
While  the  total  amounts  will  remain  unchanged,  the  denominations 
making  up  that  total  may  change. 


Recommendation  -  Page  10 

8)   Deposit  all  collections  intact. 

Concur  with  intact  meaning  total  amount.   (See  preceding  reply.) 
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Response  to  Swan  River  Audit,  Page  4 


Recommendation  -  Page  11 

We  recommend  that  the  Youth  Camp: 

1)   Separate  the  requisitioning,  receiving,  and  recording  functions 
for  supplies  inventories. 

The  CETA  employee  before-mentioned  will  be  assigned  some  of  these 
duties  in  order  to  comply  with  this  recommendation. 


Recommendation  -  Page  11 

2)   Implement  a  physical  inventory  system  whereby  all  items  are 
inventoried  at  least  annually  by  at  least  two  people,  one  of  whom  should 
be  removed  from  the  storekeeping  function.   Inventory  cards  should  be 
compared  and  updated. 

Such  procedure  will  be  developed.   This  procedure  will  be  recognizant 
of  the  institutions  limited  staff  and  the  dual  need  for  accountability 
of  assets  and  ease  of  implementing.   The  CETA  employee  will  also 
provide  duties  to  comply. 


Recommendation  -  Page  11 

3)   Improve  the  current  perpetual  inventory  system  for  such  items 
as  food  service  supplies,  clothing  items,  medical  supplies,  and  some  of 
the  more  valuable  supplies,  such  as  grounds  keeping  and  maintenance 
supplies. 

Concur.   See  preceding  reply. 


Recommendation  -  Page  12 

4)   Implement  an  effective  distribution  system  which  controls 
access  to  the  storerooms  and  documents  items  removed. 

Due  to  the  present  physical  space,  stores  are  not  in  one  location. 
With  the  expected  remodeling  of  the  lodge  all  stores  will  be  in  a 
single  location  and  unavailable  to  access  except  by  the  storekeeper, 
who  will  be  responsible  for  recording  all  issues. 


Re commenda t ion  -  Page  12 

5)   Require  the  cook's  signature  on  all  food  invoices  to  acknowledge 
receipt  of  the  items. 

All  receipt  of  food  into  the  institution  is  duly  confirmed.   When 
the  cook  takes  food  to  the  kitchen  from  a  storage  area,  a  transfer 
document  may  be  what  is  being  addressed  by  this  recommendation.   An 
internal  requisition  system  is  being  considered  by  the  institution 
for  use  when  a  centralized  store  room  is  operational. 


Recommendation  -  Page  13 

We  recommend  that  the  Youth  Camp: 

1)   Conduct  annual  physical  inventories  of  fixed  assets  by  two 
people,  one  of  whom  should  be  a  member  of  the  administrative  staff. 

Compliance  will  be  initiated. 
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Response  to  Swan  River  Audit,  Page  5 


Recommendation  -  Page  13 

2)  Establish  schedules  to  provide  an  objective  indication  of  age, 
estimated  useful  life,  and  value  of  an  item  to  aid  in  determing  whether 
or  not  its  disposition  is  reasonable. 

Guidelines  will  be  devised  to  aid  the  institution  in  determing 
useful  age  and  value  of  fixed  assets,  however,  if  a  fixed  asset  is 
operable  and  useful  to  the  institution,  its  disposition  and/or 
replacement  is  dependent  upon  adequate  budget  appropriations  for 
such  replacement. 


Recommendation  -  Page  13 

3)  Obtain  authorization  and  update  the  records  prior  to  transferring 
property  from  one  location  to  another,  and  secure  written  acknowledgement 
from  the  transferee  that  the  transaction  actually  has  occurred. 

It  is  a  concern  of  the  superintendent  that  the  transfer  of  fixed 
assets  is  not  properly  documented  and  procedure  will  be  developed 
and  implemented  to  assure  greater  control  over  such  transfers. 

Recommendation  -  Page  14 

4)  Account  for  all  discrepancies  between  beginning  and  ending 
inventories.   Remove  all  cards  for  items  disposed  of  and  keep  in  a 
separate  file.   Reconcile  physical  inventories  to  capital  records. 

A  system  for  such  reconciliation  will  be  developed. 


Recommendation  -  Page  14 

5)   Establish  a  dollar  value  and  physical  count  for  all  property, 
plant,  and  equipment  currently  on  hand  and  develop  a  journal  entry  to 
place  this  on  the  books,  to  be  incorporated  into  SBAS  when  the  system 
has  developed  such  capability.   Such  accounts  should  be  updated  as 
acquisitions  and  dispositions  occur. 

Concur  when  SBAS  system  is  so  capable. 


Recommendation  -  Page  14 

6)   Implement  an  effective  system  of  authorization  for  all  dispositions 
of  fixed  assets. 

An  internal  system  will  be  developed. 


Recommendation  -  Page  14 

7)   Utilize  the  current  system  for  complete  documentation  of  assets 
transferred  between  state  agencies. 

The  established  system  has  been  used  but  closer  adherence  will  be 
demanded . 
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Response  to  Swan  River  Audit,  Page  6 


Recommendation  -  Page  15 

We  recommend  that  the  Youth  Camp: 

1)   Keep  a  record  of  hours  worked  by  all  employees. 

The  agency  does  this  now. 


Recommendation  -  Page  15 

2)   Ensure  that  time  sheets  are  signed  in  all  instances,  and  by 
properly  authorized  individuals. 

The  agency  will  comply. 


Recommendation  -  Page  15 

3)   Be  sure  that  all  requests  for  leaves  of  absence  are  complete  in 
all  respects  and  properly  approved. 

The  agency  will  comply. 


Recommendation  -  Page  15 

4)   Minimize  the  number  of  employees  working  twelve-hour  days. 

This  matter  is  being  further  investigated.   The  Attorney  General 
and  a  former  Department  attorney  were  consulted  prior  to  this 
audit.   The  current  department  attorney  will  work  with  the  agency. 


Recommendation  -  Page  16 

We  recommend  that  the  Youth  Camp: 

1)   Take  measures  to  ensure  responsibility  and  accountability  by 
employees  in  official  travel  status,  and  to  ensure  that  the  most  direct 
routes  are  consistently  used. 

The  incident  to  which  the  auditor  is  referring  was  an  isolated 
incident,  and  the  employee  involved  was  terminated  immediately 
following. 


Recommendation  -  Page  16 

2)   Adhere  to  the  rates  prescribed  by  state  regulations  for  per 
diem  allowances. 

Per  diem  payments  will  be  more  closely  analyzed. 


Recommendation  -  Page  16 

3)   Improve  documentation  for  the  necessity  of  travel  and  choice  of 
vehicle. 

The  institution,  due  to  the  remoteness  of  its  location,  is  sometimes 
able  to  conserve  energy  and  time  by  requesting  employees  coming  to 
the  institution  to  pick  up  merchandise.   This  eliminates  the 
necessity  of  a  round  trip  with  a  state  vehicle.   Also,  the  institution 
does  not  have  a  state  truck  and  delivery  of  large  quantities  of 
merchandise  requires  use  of  a  private  truck.   Proper  documentation 
of  such  occurrences  will  be  insured. 
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Response  to  Swan  River  Audit,  Page  7 


Recommendation  -  Page  17 

We  recommend  that  the  Youth  Camp: 

1)   Decentralize  the  budget  preparation  process  so  as  to  incorporate 
a  greater  degree  of  participation  and  review  by  affected  parties. 

The  institution  is,  and  has  been,  in  total  compliance  with  this 
recommendation  in  all  budget  preparation.   The  assistant  super- 
intendent is  responsible  for  computing  dollar  amounts  after  all 
effected  staff  have  met  and  discussed  appropriate  items  which 
should  be  included. 


Recommendation  -  Page  17 

2)  File  annual  five-year  operations  plan  for  use  of  communications 
equipment . 

The  Department  of  Administration  has  informed  us  that  their  directive 
was  meant  to  be  enforced  by  the  Communications  Division  of  that 
department.   No  other  agency  has  submitted  such  a  plan.   The  Communications 
Division  administrator  indicated  they  are  going  to  rescind  that 
directive  and  also  that  he  has  worked  with  the  agency  in  communications 
equipment  planning. 

Recommendation  -  Page  17 

3)  Continue  to  minimize  the  practice  of  utilizing  residents'  labor 
for  private  work  and  continue  to  pay  the  minimum  wage  for  such  work. 

This  issue  is  under  advisement.   The  permission  of  residents  to 

work  for  their  personal  benefit  is  a  practice  which  seems  appropriate 

to  the  department. 


Recommendation  -  Page  17 

4)   Enter  into  written  contracts  with  outside  parties  providing 
services. 

At  the  present  time,  funding  is  unavailable  for  a  psychologist; 
however,  a  contractual  agreement  will  be  developed  when  those 
services  are  initiated.   The  chaplain's  service  is  not  a  contracted 
service  in  the  true  sense.   When  the  budget  was  prepared,  that 
function  was  placed  under  contracted  services  because  no  other 
category  of  SBAS  seemed  appropriate.   An  expenditure  in  "other 
expenses"  may  be  requested. 


Audit  Report 

The  firm  of  Dobbins,  McGrew  and  Malone  will  be  contacted  regarding  the 
recording  of  the  accounts  receivable  as  excepted  in  the  Audit  Report. 
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